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The purpose of this report is to provide a detailed overview of the short list of funding
tools available for the Auckland Light Rail (ALR) Project. This builds on the work done ta
date in developing, evaluating, and short listing the comprehensive long list of funding
tools (refer ‘Long List to Short List Report’). Further detail on the evaluation of options is
provided in Appendix 1. Detailed evaluation tables.

This document is intended to provide a detailed overview of the short list of options and
support advice to Ministers. Specifically, it seeks to:

2

Introduce the concept of beneficiaries, how they benefit from the project, and how
different funding tools can be used to recover costs from the various beneficiary
groups. Mapping the benefits to specific beneficiary groups.andridentifying the
applicable funding tools minimises the risk of the tools beingimplemented in
different forms for the same benefits.

Provide additional detail on the short listed funding tools including:

o Wwhich beneficiaries they target, and whichsstages of the project they can be
applied to;

o the process required to implement ea¢h'tool, including policy and legislative
considerations;

o key considerations and trade-@ffs of Using these tools (e.g. potential behavioural
impacts, impact on development and other outcomes, affordability, etc.); and

o order of magnitude (high lewelindicative estimates).

This report does not recommend a funding solution to take forward. It identifies
the potential trade-offs @f different options, which should be considered in greater
detail once the techpicaksolution, costing, procurement, Delivery Entity and
governance arrangements are further developed.

Alongside the preparation of this report, two more focused reports are being
prepared, whieh bring practical insights and perspectives to the theoretical
applicatien‘effunding tools:

Detailed funding advice: Detailed overview of the capacity for different Crown and
CaUuncil organisations to contribute to the project, potential levers available to each
Grgahisation to fund a contribution, balance sheet considerations and policy / wider
trade-offs and considerations.

Value Capture Advice: Detailed overview of a select range of value capture tools,
including the potential application to the project, impact on beneficiaries, and key
trade-offs. A couple of case studies will be included, which focus on the practical
application of the selected tools. This report will also provide an overview of how
different funding tools may be combined as part of the overall funding solution.

These two documents will help inform the basis of advice provided to Ministers
alongside the IBC.
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The table below summarises the funding tools considered in this report. In particular, it
shows:

Beneficiary groups and potential funding tools — The funding solution will
ultimately seek to allocate the costs of the project to specific national, regionalhand
local beneficiary groups. When considering the different beneficiary groups,the
guantum, timing, and nature of both the project costs and benefits were'assessed.
The grey shading in the table below indicates the beneficiary groups that could be
targeted by each funding tool. The primary beneficiary group targetéd by each tool is
identified through the X'

Application of funding tools to the different project phases= Different funding
tools may be applied during different project stages (i.e. pre=delivery', delivery, and
operations), depending on the nature and timing of the ¢ash flows,
legislative/regulatory restrictions, and appropriateness ‘@f the tool. Green ticks show
the stages that are most likely to be appropriate far, thejuse of each tool.

Magnitude, certainty, and implementability of the funding tool - Given the large
number of short listed funding tools and size/scalé of the project, the magnitude,
certainty, and implementability of different.tools was considered to enable
comparison of different funding tools. A’highitevel overview of the potential
magnitude?, certainty and implementation of the different tools is outlined in the
table below, with further detail previded-in the body of the report. Note that
magnitude is based on a number of assumptions and would need to be refined
whether there is greater certainty @around the scheme.

" Pre-delivery refers to all the activities conducted prior to construction (e.g. the DBC, detailed planning
and, consenting, procurement, etc). Given the wide range of activities undertaken in this period, some
of the tools in the figure above may only be applied to certain activities in the ‘pre-delivery’ period.

2 The following ranges Red (<$150m), Amber ($150m to $500m), Green (>$500m) were defined for the
magnitude assessment, which is based on the quantification analysis below.
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*While a business rate supplementimay, be applied to fund capital costs, the assumption is
that due to construction disruption during delivery, it wouldn’t be implemented until the
operational phase.

An overview of the key principles, trade-offs and considerations identified throughout
this report is provided below:

e A range of options with similar beneficiaries and magnitudes - There are a
number of available tools that target the same beneficiaries and could generate
similar amgunts (e.g. IFF, Targeted Rate, Betterment Levy). The relative merits of
these willneed to be considered in terms of certainty, implementability, balance
sheetimpact, application and timing of funding, and flexibility. Flexibility may also
include consideration of the potential impact on beneficiaries of potential future
North West and North Shore stages.

") Affordability — Affordability is an important consideration in the implementation of
different taxes, levies and rates, particularly in the lower socio-economic portions of
the alignment. A high level affordability assessment suggests that an additional
$1,500 levy/rate for properties within station catchments would remain within a 5%
affordability threshold? (total rates/levies to household income) (refer Infrastructure
Funding and Financing levy). This would need to be reviewed at a more granular

3 The 5% affordability threshold was identified in the 2007 Local Government Rate Enquiry Report
and is considered by Auckland Council when determining the rate settings for its Long Term
Plans.
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level at the DBC stage. One of the levers available to mitigate affordability constraints
is to implement a comprehensive postponement scheme, which would enable land
owners to defer levy payments (i.e. until post a sale). The implications of such a
scheme (i.e. impact on financing) will be considered at the DBC stage.

Value capture and development potential - Capturing value from landowners may
have implications on incentivising development. This needs to be considered in the
context of Auckland-wide patterns of intensification. It also has implications on
future patronage and mode-shift and associated environmental benefits. The impact
on development will depend on the proportion of value captured and how the
market prices this in. To the extent the market prices the cost into land mark&tsythe
potential impact on Gross Floor Area (GFA) could be estimated through the land use
change model that measures the correlation between land value and GFA. However,
prices achieved on the Milldale transaction indicate that the levies wgre not priced
into land markets, and did not materially affect development.

Precedent setting impact - The funding allocations and tools Selected to deliver
ALR may set a precedent for the delivery of future projects (i.e/equitable allocations
to regional/local beneficiaries, investigation of alternative fUnding tools, capturing
value from different beneficiary groups).

Behavioural impact - Certain funding tools can bé used to manage demand for
public transport and private vehicle usage. Increasesi\in fares will need to be balanced
against the objectives of driving mode-shift/patronage. Other demand management
tools (e.g. workplace parking levy, increasing,parking charges) may be worth
pursuing to balance/incentivise public trapSport usage, even where the financial
benefit is relatively low.

Crown / Delivery Entity role in capturing land value uplift - There is a spectrum of
ways the Delivery Entity and / orthe Crown could capture land value uplift on both
public and wider land holdings in the corridor. Land ownership and active
development provides opportunities to better control urban outcomes and capture
value. However, this comes with increased risk, the potential for upfront investment
and greater intervention and capability requirements.
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ALR is a city-shaping project of national significance. The ALR outcomes sought are bold
and wide-ranging, reflecting the significant benefits it is expected to bring to a
spectrum of different beneficiaries.

ALR is also expected to be large and expensive to build and require a range of different
funding tools. The ultimate funding solution will need to consider and reflect the fink
between the funding contributions required from different parties and the quantdm,
timing and nature of the benefits derived.

This section summarises the range of beneficiaries from the ALR project,and the nature
of the benefit they gain. It also maps the shortlisted funding tools that could be used to
recover the benefit from them.

The overall funding solution is likely to require the implementation of a combination of
different funding tools that canvass the full range of benefigiaries (e.g. the funding
solution may include a Crown appropriation, an Aucklandwwide targeted rate, an IFF levy
within certain station catchments, and a workplace patking levy). The potential
implications of applying multiple different funding tools will be explored in greater
detail in the case studies prepared as part of the Detailed Funding Advice.

3.1 Who benefits from ALR apdvyow?

Benefits are being assessed and quantified through the Economic Case and include the
areas noted below:

e Direct transport benefits —fravel time savings, reduced accidents, improved
reliability.

e Economic benefits - Agglomeration impacts, increased productivity, and land
values.

e Environmentalbenefits - Reduced fuel consumption and emissions.
e Social benefits="Accessibility to jobs, centres, and improved liveability.

These benefits are being quantified as part of the economic case and therefore
outside the scope of this report.

These benefits impact a range of beneficiaries throughout New Zealand as summarised
in thetable below.
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Table 1: Beneficiary identification and mapping

Beneficiary group

Benefit

National beneficiaries

Crown

New Zealanders (taxpayers)

Regional beneficiaries

Auckland Council

Public transport users

Motor vehicle users

Auckland ratepayers

Local beneficiaries

Crown

Landowners within station
catchments

Business owners within station
catchments

Private sector developers

Maori developers

Direct users of ALR

Higher tax revenues, through agglomeration
impacts, increased productivity, and imperfect
competition.

Reduced consumption and emissions.

Increased growth in the region, which may,improve
affordability for rate setting.

Reduced emissions and improved(airiquality.

Potential for a more efficient capital programme (i.e.
avoided spend) through increased densification.

Faster, higher capacity andymore reliable public
transport network acréss Auckland.

Improved accessibility.through a reduction in
congestion acrossithe region.

Improved accessibility to jobs, education, health
infrastructure and social infrastructure.

Improyveédair quality through reduced emissions.

lmcrease in the value of public land holdings within
the corridor.

Increased land value due to the transport
intervention.

Increased land value due to regulatory / zoning
changes.

Increased business value and stronger revenues
from greater accessibility to businesses (e.g. greater
foot traffic through the business).

Access to a broader labour catchment and reduced
travel time to key centres including the airport and
city centre.

Opportunities to develop around proposed stations
to capitalise on increased accessibility.

Development of transit infrastructure improves
accessibility and promotes urban regeneration,
allowing increased development and intensification
within the station catchments and/or priority
development areas.

Improved accessibility to jobs, education, and social
infrastructure as a result of ALR.
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3.2 Which tools could be used for different beneficiaries?

The short list of funding tools has been mapped to specific beneficiary groups which
enables a range of different alternatives to be considered as the funding solution is
developed. Ultimately, consideration will need to be given to ensuring beneficiaries are
not being ‘taxed’ multiple times and which of the tools is most appropriate, taking into
account the timing of the benefits, affordability, equity, complexity of implementing the
tools and certainty of cash flow, amongst other things. Accordingly, the funding
available through the different funding tools is not the aggregate of each of the
individual tools, but the combination of the select funding tools preferred for each

beneficiary group.

Figure 2: Beneficiaries and applicable tools

Regional
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» o Sale of existing land

* Retail / commercial
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The following section provides detail on the shortlisted options. Further work will be
undertaken on each of the options taken forward as part of the Detailed Business
Case (DBC), once a preferred technical solution has been identified and detailed.

The funding tools have been classified into Crown funding, Council funding,
Development, Fares and other tools for ease of navigating this document. An-IRE
levy and betterment levy have been classified as Council funding sourcesydéespite
requiring Ministerial approval, because of the overlap of beneficiaries targéted (e.g.
Auckland ratepayers).

High level indicative estimates have been prepared to provide amorder of
maghnitude for the tools. These are based on assumptions (notedin each section)
and could change materially as underlying assumptions are=altered. This will be
considered in more detail for some tools in the Value Capture Report. Ultimately, the
guantum for each funding tool will need to be reconsidered and validated at the
DBC stage.

The NPV of different funding options has been caléulated for each of the funding
options to enable the different magnitudes tove compared between each tool on a
consistent basis. A 6% discount rate was Used to reflect the Treasury BBC discount
rate.

The figure below provides the relevant page references for each of the different
funding tools.

10



Figure 3: Funding tools by category
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4] Crown Funding tools

411 Crown appropriation

4111 Overview qgll

Table 2: Overview of a Crown appropriation q
Crown grant provided through an appropriation. \
N/a. ?S)
Crown, New Zealand taxpayers.
Delivery phase (i.e. Q
. X . .
Pre-delivery capltal) @ratlonal phase
v

The structure of the appropriation and @ nism for drawing on
this will be subject to advice from Tre and the Ministry of

Transport to Ministers. Recent fu nd monitoring precedents
include the NZ Upgrade Prog @ and the Three Waters

Stimulus funding \

May be used to fund deliv ase costs and reimburse costs
incurred during the pre ery phase (to the extent these are not
funded through tbe

Process aged via the Treasury and the Ministry of Transport.
Fu reement and monitoring terms to be agreed.

4112 Qua ﬁcatlon of funding tool

The analysis belo mes the Crown appropriation is tied to a proportion of project
costs, however propriation could also be structured as a fixed amount. The table
below provide me high-level indicative values for the estimated quantum of funding

under different funding scenarios and the potential implications this may have on the
Crown’ %. to GDP ratio.

outlined below are indicative only and are based on the 2018 and 2019 cost
tes (surface light rail, light metro respectively), given costs were not available at
time of writing.

Th

Table 3: Potential impact of a Crown appropriation on the debt to GDP ratio.

12
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875-110 0.20% 1,625 -1,875 0.34%
1,750 - 2,250 0.39% 3,250 -3,750 0.69%

2,625-3,375 0.59% 4,875 - 5,625 1.03% q%

3,500 - 4,500 0.79% 6,500 - 7,500 1.37% \
Source: Fiscal Strategy Model, Budget Economic and Fiscal Update 2021. Yg)
While the table above assumes the Crown appropriation is applied to fund, the capital
costs, an appropriation covering operating expenditure may be eqtﬂal icable. Given
the size and scale of this project, there is likely to be an operating gap (i.e. opex
and lifecycle costs less farebox), which will need to be considered: gree of Crown
funding is likely to be required. This could be funded through N appropriation, the

NLTF, or a combination of both.

Figure 4: Potential impact of a Crown appropriation on @ t to GDP ratio

70% \Q

60%

50%
FYy22 FY23 FY24 FY25 FYy27 FY28 FY29 FY30 FY31 FY32 FY33 FY34 FY35

[ ] Baﬁwe Debt/GDP = Surface Light Rail = Light Metro

4113 é‘ade-offs and considerations

e Asignificant funding contribution can be raised through a relatively minor

incre@in debt to GDP.
o L rm certainty over cash flows, given it is not subject to regular review or
tisation through the Government Policy Statement on Land Transport (GPS-

@ Costs shared across national beneficiaries, promoting affordability.

@ e There is a risk of setting a precedent for the Crown funding future rapid transit
Q~ projects, rather than looking to allocate the costs to more local beneficiaries.

Refer Table 40: Detailed evaluation — Crown appropriation in the Appendix for
further detail.

13
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4114 Impact on other workstreams

Governance & Delivery Entity —- The Crown may require a higher degree of control
over the project where the level of Crown appropriation is higher.

Procurement — Contractors are likely to assume that the Delivery Entity (or another (L
counterparty to a major contract) will be backed by the Crown. q%

4115 Precedent

City Rail Link - The Crown contribution was funded through an appropriatié,\'
rather than the NLTF.

4116 Conclusion

. Q
e Crown funding in some form is likely to be required, given the size, scal &mplexity of
the ALR project. A Crown appropriation may be the most appropriate@ source, given
the additional certainty (i.e. outside of GPS and political cycles) it provi :

to incentivise a focus
riate precedent for future

e The Crown appropriation should be sized and structured in a
on alternative funding and value capture tools and set an ap

rapid transit projects. &
412 NLTF funding \Q

4121 Overview 0

Table 4: Overview of NLTF funding &&\

Crown fund@rovided through the NLTF.
Land Tr@)ort Management Act.

° ivery Entity (or organisation receiving the funding) must be
anvApproved Organisation for the purposes of ALR.

The activity (or combination of activities) must be included
within the National Land Transport Programme.

ALR must be consistent with GPS.

Crown, New Zealand taxpayers.

Delivery phase (i.e. Operational
Pre-delivery capital) phase
v v v

NLTF funding would be paid to the Delivery Entity (or organisation
undertaking the work).

Under the existing NLTF structure, a payment claim could only be
made once the completed portions of approved activities have
been completed (unless specifically agreed otherwise).

The quantum of funding received is a result of the cost and agreed
Funding Assistance Rate (FAR).

14
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Payment received from the NLTF upon receipt and approval of a
payment claim.

e The Delivery Entity (or other organisation, i.e. transition entity)
would need to apply and become an Approved Organisation

standard FAR rate (where applicable).
Funding approval received.
ALR project included within the NLTP. é\

for the project. (L
e Agreement of an appropriate FAR, including agreeing to the q%

Cost incurred.

Portion of the project specified in the funding approv;i
completed.

e Payment claim submitted and approved. O

>

generated based on
and based on the 2018 and
ely), given costs were not

4122 Quantification of funding tool

The table below provides estimates for the quantum of fu
three FAR assumptions. The costs below are highly indi
2019 cost estimates (surface light rail, light metro res
available for the technical solutions at the time o iti

*

possible levers available to support this.
‘ .

The Detailed Funding Report will consider th?ggacity of the NLTF to contribute and

N

or different FAR rates

Table 5: Estimated NLTF funding contri

\(50 -2250 3,250 - 3,750 13-25
625 - 3,375 4,875 - 5,625 19-38
3,500 - 4,500 6,500 - 7,500 25-50

*assumes a 50% OX recovery rate.
.3 Trade-offs and considerations
° s quo funding approach for transport projects, which should make
@ lementation relatively easy.
Risk that funding the capital costs through the NLTF materially reduces its capacity
to fund other projects in the absence of material revenue increases.

e Potential to incentivise environmental outcomes (through mode shift) through
raising FEDs, RUCs, etc. to fund NLTF contribution.

41.2.4 Impact on other workstreams

Governance & Delivery Entity - The Crown/Waka Kotahi may require a higher
degree of control over the Delivery Entity where a higher FAR is agreed. The Delivery

15
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Entity may also need to be an approved Organisation for ALR to receive NLTF
Funding

Refer Table 42: Detailed evaluation — NLTF funding in the Appendix for further

detail. ('1/
4125 Precedent &)

Eastern Busway - Capital costs being funded at the current standard FAR rate f

Auckland Transport (i.e. 51%). \
41.2.6 Conclusion Yo

e Although a Crown funding tool, the NLTF has a different beneficiary gr than a
Crown appropriation due to the way it is currently funded (i.e. rellan EDs,
RUCs, etc. rather than taxpayer revenue).

e Funding the capital programme through the NLTF is likely to Qonsiderable
pressure on the NLTF's capacity and would result in less fundi rtainty than a
Crown appropriation. Other Crown mechanisms may be ppropriate to fund

the capital costs. %
e Operational funding through the NLTF would ensu@ s aligned to the current

transport funding framework
e The NLTF should be a considered as part of the@ting funding framework.

413 City Deal

4131 Overview ss\\\
Table 6: Overview of a City Deal O

GCr ing provided through a ‘Deal’ between central and local
gx’h ent stakeholders, which outlines the investments,
eforms, plans and actions covered by the Deal.

e funding contribution is contingent upon project
delivery/project milestones, and the achievement of incentive
targets.

Typically, the Deal includes an obligation to pursue alternative
funding approaches to supplement grant funding.

N/a

Crown, New Zealand taxpayers, Auckland Council, Auckland
ratepayers.

Delivery phase (i.e. Operational
Pre-delivery capital) phase
v v v

Structure of the contribution would be determined by agreement
between the Crown and Auckland Council.

The investment package outlined in the ‘Deal’ would likely include:

e Core transport components (delivery and operational);

16
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e Urban development components; and
e Supporting investment.

The term of the ‘Deal’ could extend through operations to align to

the benefits realisation timeframes and drive operational and

urban development outcomes. The ‘Deal’ could be structured to (L
support an ongoing partnership to deliver future stages of the %
Auckland Light Rail network.

As the urban development opportunities are identified and tak

through the business case phase, there is an opportunity to
include these within the ‘Deal’, to ensure that the urban o es

desired are achieved. ?
Potential incentive targets included within the ‘Deal may include
achieving economic growth, densification, delivery.of mew housing
along the alignment, and/or patronage/mode s n@- argets. These
targets would ensure the project outcomes QQ appropriately
incentivised and prioritised.

Funding received as a grant, foIIowin@chievement of
milestones and/or incentive targets:

Expectation that a Funding Res@as for a Crown appropriation)
would be prepared, which se he quantum of the payment,
and milestone/incentive achieve

The typical process for eing to a City Deal is outlined below:
*

ween the Crown and Auckland Council.

eal (e.g. investment package covered,
ich would be informed by the Detailed

Signing of an
&

ent of governance and reporting.

The ex ation is that this process would align to the business
C process, with the governance and reporting requirements
e ished through the Management Case (of the DBC).

Funding through the City Deal would be available upon the
achievement of milestones and/or performance targets.
These milestones/targets may relate to both the delivery and
operational phase/costs (depending on the performance
targets agreed).

3.2 Quantification of funding tool

@Deal outlines the funding commitment from each of the parties to the

ngement, which are often linked to the achievement of different performance

Qrgets. Accordingly, the City Deal is essentially a mechanism to allocate the funding
@ contribution between the City Deal participants (i.e. the Crown and Auckland

Q‘ Council).

Further detail on Crown and Auckland Council contributions will be provided in the
Detailed Funding Advice.

4133 Trade-offs and considerations

17



¢ Incentivises a focus on achieving outcomes through linking funding to the

achievement of performance targets.

e May incentivise proactive behaviours in relation to planning and zoning via the

achievement of performance targets.

2

e The broader scope (i.e. not just the ALR transport elements) may support a whole

of programme approach (i.e. urban development, operations, etc.).
e Additional ongoing reporting and administration requirements.

e May incentivise a more collaborative approach to ALR and the supporting
investment.

e Any performance or incentive targets relating to Auckland Council. may have a

contingent liability balance sheet impact.

Refer Table 41: Detailed evaluation — City Deal in the Appendix for further detail.

4134 Impact on other workstreams

Governance & Delivery Entity — May require special gevernance, reporting and
assurance frameworks. Also need to consider how thiesDeal would interact with
other major agreements (e.g. a Sponsors Agreemént).

Technical solution — The incentive targets wilkneed to align to the preferred
technical solution (i.e. different modes may‘stpport different urban form).

4135 Precedent

Townsville City Deal - City Dealfor a programme of urban development projects in

Townsville. Most Australian City, Deals are related to urban development

programmes, rather than thedelivery of major infrastructure projects, and include

spatial and other planning requirements.

413.6 Conclusion

e The outcomes focus of a City Deal should incentivise the achievement of outcomes, through

linking fundingito the desired goals/vision/outcomes.

e A City Deal gould be focused on both delivery and operational phase milestones and
perfésmanee targets to deliver a whole-of-life/whole-of-programme approach.

e Including a requirement to actively pursue alternative funding and value capture
meChanisms should be included in the City Deal, if it ultimately is selected as part of the
fanding mix, to mitigate the reliance on Crown funding.

@), A City Deal may be worth considering as an alternative to a blanket Crown funding
: commitment/appropriation.
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42  Council Funding tools

421 Auckland Council contribution

4211 Overview

Table 7: Overview of an Auckland Council contribution

Description Direct funding contribution from Auckland Council.
Relevant legislation [RNES

Auckland ratepayers. Auckland Council funding mix will drive this
Beneficiaries (i.e. proportion funded by targeted rate, general raté, dévelopment
contribution, etc.)

Delivery phase (i.e.
Application to ALR Pre-delivery capital) Operational phase

v v v

Structure of the contribution wotld be determined by agreement

Siruetuse between the Crown and Auckland\Council.

Funding received via a direct éredit by the Delivery Entity, or other
party (to the extent anotherparty is delivering an element of the
project).

Collection
mechanism

Negotiation between,the Auckland Council, the Crown and other
project Sponsofrs‘(as relevant). This would be formalised through a
Process for Funding Agreement, which would outline the available funding, the
implementation proportion of funding attributable to the Council contribution, and a
set of copditions that would need to be satisfied to be eligible for
funding:

4212 Quantification of funding tool

Given Auckland Coeufeil funding tools (e.g. General rates, Targeted rates, and
Development geptaibutions) have been considered separately in this report, we have
not quantified, the potential Auckland Council contribution. Further information on
the Auckland.Council's capacity to contribute and its potential funding levers are
included invthe Detailed Funding Advice.

4213 Trade-offs and considerations

e \WEquitable for regional/local beneficiaries to contribute to the funding of ALR,
which can be provided for through an Auckland Council contribution.

e Potentially significant funding contribution (noting funding will ultimately be
raised through a combination of general rates, targeted rates and development
contributions).

e Greater certainty over cash flows, given the agreement for a funding
contribution would likely exceed the tri-annual LTP process.
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e Requiring a contribution from Auckland Council may establish a precedent of
requiring a contribution from regional/local beneficiaries.

Refer Table 43: Detailed evaluation — Council contribution appropriation in the
Appendix for further detail.

4214 Impact on other workstreams

Governance & Delivery Entity - Level of Auckland Council funding may be
considered when determining the level of control Council has through the
governance framework.

4215 Precedent

City Rail Link - The Crown contribution was funded through an.appropriation,
rather than the NLTF.

4216 Conclusion
e Requires regional and/or local beneficiaries to contribute to ghefunding for ALR, which
aligns to the beneficiary pays principles. Potential for thisapproach to establish the
precedent for future major rapid transit projects.

e Given the Council contribution is likely to be largely fUnded through general rates, a
targeted rate(s), and developer contributions; this%eport has focused on each of those
sources independently. Alignment to an IFF levy Willbalso need to be considered, given it
would be applied to the same beneficiary set.

422 Taxincrement financing

4221 Overview

Table 8: Overview of tax increément financing

Establishment of a ‘base’ tax revenue scenario, with all (or a portion)
| Of the incremental tax revenue (i.e. above the ‘base’ scenario)
[“hypothecated to the project for a period of time.

Description Typically, these are applied to incremental property tax revenues,
where it is the appreciation of land values that is driving the
additional tax revenue.

However, a similar concept could be applied to Crown tax revenue.

Would require a change to the LGRA, if applied as a property tax,

Relevant legislation .
given the current focus on cost recovery.

e Landowners (if applied to a property based tax).
e New Zealand taxpayers (if applied to a Crown tax revenue).

Beneficiaries

Delivery phase (i.e.
Application to ALR Pre-delivery capital) Operational phase
X v x
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Hypothecation of the incremental property tax revenue resulting
Structure from an increase in land values. Noting, the incremental property
tax revenue assumes a shift away from cost recovery.

Collected by Auckland Council through the normal rates collection
Collection process.

mechanism The incremental revenue (or a portion of it) would be hypothecated
for the project and be transferred to the Delivery Entity.

The LGRA would likely need to be amended to change the rating
system away from a cost recovery basis.

Process for e Determine the scope of the TIF (e.g. corridor, Auckland/wide,
implementation national).

e Development and agreement of a ‘base’ tax reyenue.
e Establishment of TIF.

4.2.2.2 Quantification of funding tool

The analysis assesses three different scenarios for the in€repmnental revenue
generated through land value uplift is hypothecated forithe project. The formula for
determining the incremental revenue is outlined below.*

Incremental revenue = B\X land value uplift

The analysis assumes the g coefficient is the §ame as the current variable
component for general rates (i.e. 0.00206791).

. A gradual realisation of land value uplift is
assumed over time, with key ¥alue steps at the commencement of construction and
the commencement of opérations, and 2051.

The estimated incremental’revenue (refer table below) is relatively immaterial,
which is a result of lidving a small B coefficient. Increasing the coefficient in line with
international pregedent TIFs would significantly increase the incremental revenue
that could be aChieved. For example, the effective tax rate for Illinois used for the
Chicago Purple Line Modernisation TIF was 2.13%. The estimated incremental
revenue genefated from a 2.13% coefficient is ~$1.0 - $1.4 billion. However, this would
likely be'conhsidered unaffordable for ratepayers, given it would result in a significant
increase'to rates (from current ~$2,700 p.a. to ~$19,000 p.a. for a $300,000 property
on,Dominion Road).

Sizing the coefficient to align the property charge to the implementation of a $1,500
IFF levy would be expected to generate between $270 and $360 million.

An average of the Dominion Road and Sandringham alignments are provided below
for the surface light rail and light metro modes.

4 Bis the coefficient for the variable component of the property based tax.



Table 9: Estimated potential funding through different TIF scenarios

(surface light rail, average 1A

Figure 5: Estimated cash flows under different TIF assumpti
and 1B) ”;\
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Figure 6: Estimated cash flows under different TIF assumptions (light metro, average 2A and
2B)

SV

4223 Trade-offs and considerations Q\O

e Likely to require significant legislative and in 'l%nal change. Once amended
there may be the opportunity to roll TIF oul‘%o er projects also. The time and
complexity involved in establishing thej’lm need to be considered against the
scale of the likely proceeds.

. N
e Risk of over-recovering from the %&n the challenges of determining and
measuring against an appropri line (i.e. other non-ALR related factors may
drive the land value uplift). Thi constrain future investment.

e Risk of reducing transl;ar@ over local government revenues and expenses.

Refer Table 44: Detaqilg dltation — Tax increment financing in the Appendix for
further detail.

4224 | @xn other workstreams

Governance & ry Entity — Typically requires the establishment of an SPV to
manage/ﬁna@ he incremental revenue.

Financi The hypothecated revenue is typically financed independently (potential for
equit r debt investments). However, this may not provide value for money, where
significant risk premium priced in by the market. Likely to be treated as being

ance sheet’, in the absence of a significant Crown Support Package.
An overview of the City of Chicago and Purple Line Modernisation TIF is provided below.

4225 Precedent

e The project involved the modernisation of the Red and Purple rail lines, including
reconstruction of four stations, track and viaduct structures, and construction of a rail
bypass.

e A portion of the project was to be funded and financed through a TIF imposed within
the district.
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e Under the TIF agreement, 80% of incremental tax revenue was applied to the TIF
fund, with the remainder to be used by other taxing bodies. The TIF accounted for
around 28% (~US$622 million) of the total project cost and was fully financed.

Figure 7: Commercial structure for the Chicago Purple Line Modernisation TIF

Property owners ,EA\
Base tax Incremental tax
100%
lzo% ao%l
Public budget TIEfund — Capital
markets

4221 Conclusion

e Likely torequire a significant change to the local geverfiment rating system.

e Risk that a shift away from cost recovery may résult in a reduction in transparency
for local government revenue and expenditlxe.

e High degree of complexity associated withfimplementing and administering a TIF,
which may prove challenging to implepaentfor ALR.

423 General rates
4231 Overview
Table 10: Overview of a general rates increase

General rates increase across Auckland to fund an Auckland Council

Desei|ien contribution.

Auckland Council is empowered to impose and collect a general
rate in the Auckland region under the LGRA.

Relevant legislation

Beneficiaries Auckland ratepayers.

Delivery phase (i.e.
Application to ALR Pre-delivery capital) Operational phase

One-off increase in general rates to support an Auckland Council

Struct - ibuti
nireddire funding contribution.

Auckland Council would collect the rate through its BAU activities
(@le]|[teidle]aNaaltlaETaIaaM and transfer the revenue to the Delivery Entity (or appropriate
entity) through a funding contribution.

Process for

implementation e Auckland Light Rail project included in the LTP.
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e Rates resolution from Auckland Council governing body as part
of each LTP cycle.

e Annual reconfirmation as part of the annual budget process.

4.2.3.2 Quantification of funding tool

The analysis summarised below assumes a one of increase in FY25 (with the next LTP qcb

cycle), which is then grown at the existing general rates growth profile from the 202
2031 LTP.

Under the 2022-2031 LTP, Auckland Council capped its annual general rates inc e&at
3.5%. Accordingly, an increase in general rates prior to the new LTP may req
Auckland Council to reconsult on its rate setting and/or formally amend its LTP.

Table 11: Estimated incremental increase in general rates

Figure 8: Estimated cash flows asso ed with a one-off increase in general rates

4233 Trade-offs and considerations

e Relatively significant funding contribution possible through a relatively small
increase, which promotes affordability.

25



AR

e Relatively straight forward implementation, given existing framework, and can
leverage existing collection/administration systems.

e Can be applied to any stage in the project.
e Requires an off-setting Auckland Council liability/obligation.

e Requires ongoing political support, given it is set tri-annually through the LTP
process and subject to annual review.

Refer Table 45: Detailed evaluation — One-off increase in general rates in the Appendix
for more detail.

4234 Precedent

City Rail Link — Auckland Council collected general rates to fund a propertien of its
contribution to CRL.

4235 Conclusion
e May be an appropriate funding tool for ALR to allocate costs te regional
beneficiaries. However, if there was a targeted rate applied across the Auckland
region, the potential overlap in beneficiaries would heed/to be considered.

e |Impact on businesses should be considered in light'ef the potential significant
business disruption during the delivery phase.

4.2.4 Targetrates

4241 Overview

Table 12: Overview of a targeted rate

Rate impesed on all, or a certain category, of rateable land within

e Auekland, which is specifically for the ALR project.
Description ) ) )
A targeted rate may be imposed by Auckland Council and/or Kainga

Qra.

Auckland Council is empowered to impose and collect a targeted
rate in the Auckland region under the LGRA.

Relevant legislation

Kainga Ora is empowered to impose a targeted rate within a
Specified Development Project through the UDA.

Auckland wide targeted rate

Landowners across Auckland (benefiting from a general increase in
accessibility and improved environmental and social outcomes),
including residential, commercial and industrial properties.

Beneficiaries Specific wards

Landowners within relevant wards that benefit from improved
accessibility and land value uplift (note: the accessibility and land
value uplift benefits will vary within wards depending on proximity
to stations, and may be negligible for some properties within the
ward).

26



AR

Delivery phase (i.e. Operational
Application to ALR Pre-delivery capital) phase

X

Regional application

Auckland Light Rail targeted rate imposed Auckland wide, with the
funding hypothecated for the ALR project.

Specific wards

Structure Auckland Light Rail targeted rate imposed in the Albert-Edef,

Maungakiekie, Manukau, and Waitemata and Gulf wardé:
Within the SDP (Kainga Ora)

Targeted rate imposed within the geographical beundaries outlined
in the associated SDP.

Auckland Council would collect the rate thrgugh®its BAU activities
and transfer the revenue to the Delivery Efitity’ (or appropriate
entity) through a funding contribution,

Collection
mechanism

Auckland Council would also likely €6llect on behalf of Kainga Ora
and transfer the revenues under a,collection agreement.

Auckland Council imposed targeted rate
e Auckland Light Rail project included in the LTP (including
public consultatioh).

e Rates resolutjen from Auckland Council governing body as part
of each LTPcycle,

Process for e Annual réconfirmation as part of the annual budget process.
implementation Kainga Ora imposed targeted rate

e Included in the development plan for an SDP.
e \SDP'eonsultation process.

e, Ministerial approval of SDP.
o

Kainga Ora notifies Auckland Council of its intention to impose
a targeted rate.

4.2.4.2, ‘Quantification of funding tool

The table‘kelow provides an indicative estimate of the quantum of funding generated
through,imaposing a $100 p.a. targeted rate, commencing from FY25 (i.e. start of the next
LTPspetriod). A 2.0% annual inflation adjustment was also assumed.

Table 13: Estimated funding generated through a $100 targeted rate

§9(2)(i)
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Figure 9: Estimated cash flows associated with imposing a $100 targeted rate

4243 Trade-offs and consideratio\

e Relatively straightforward implementa’%@given existing framework, and can
leverage existing collection/admini @ n systems.

\ cil liability/obligation.

e Requires ongoing political s @ t, given it is set tri-annually through the LTP
process and subject to annual review.

e Requires an off-setting Auckland

e Opportunity to target beneficiaries (e.g. relevant wards, station
catchments, etc.) to e& ocal beneficiaries are contributing.

e Could set a prece t for requiring a regional/local contribution to funding future
rapid transit prej

Refer Table 46:Detailed evaluation — Targeted rate in the Appendix for further detail.

é.z.@Precedent

Rodn sport Targeted Rate - $150 annual rate on rateable properties in the
Ro mard to fund new bus services, bus stops, and other facilities.

and Interim Transport Levy - Fixed charge of $99 on residential properties. Has
\ N replaced by the Auckland Regional Fuel Tax.

4245 Conclusion

3 e Potential to fund operational costs, which is unlikely to be possible for IFF (and other) levies.

e A targeted rate could be used in combination with an IFF levy with a Targeted Rate applied
to regional beneficiaries, and an IFF levy utilised to target specific beneficiaries within
station catchments.
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e Potential balance sheet impact on Auckland Council may be a barrier, which will be
considered further in the Detailed Funding Advice (i.e. Auckland Council capacity). Given a
targeted rate is ‘on-balance sheet’ for Auckland Council, the potential leverage is likely to be
capped at 2.7x. The impact will ultimately depend on the timing and phasing of the forecast
targeted rate revenue.

e Focus on regional/local beneficiaries is an important equity consideration and could
establish precedent for future rapid transit projects.

e Need to consider application alongside an IFF (or other levy/rate) to ensure there is no

double charging.

425 Infrastructure Funding and Financing levy

4251 Overview

Table 14: Overview of an IFF levy

Description

Relevant legislation

Beneficiaries

Application to ALR

Structure

Collection
mechanism

Process for
implementation

Long term levy (i.e. up to 50 years) imposed on, rateable land within
station catchments and/or more broadly aeréss Auckland.

Designed to be resemble a targeted rate,

Infrastructure Funding and Finance Act (2020), which is based upon
(and incorporates) the relevant targeted rate provisions from the
LGRA.

A responsible SPV is empewered to impose the levy under the
legislation.

Requires an Order-in=Ceuncil, which is a legislative instrument.

e Landowners,as ayresult of one (or more) of the following
benefits;

e Land value uplift (within station catchments)
Improvedjaccessibility (within the corridor and across Auckland).

Delivery phase (i.e.

X

It can be structured at a Regional or Local level, or a combination of
both.

Auckland Council would collect the levy on behalf of the SPV under
a collection agreement.

Separate process required to implement an IFF levy:

e Levy Proposal developed

e Levyand infrastructure endorsements (Auckland Council and
ultimate asset owner)

e Government Support Package negotiated with Crown for tail
risks

e Recommendation to Minister
e Ministerial approval through Order-in-Council
e Establishment of SPV and collection.

29



AR

4,252 Quantification of funding tool

Three scenarios were tested to demonstrate the impact of different levy structures. All
levies were assumed to be applied for 30 years.

e Local - $100 levy applied on units within 1600m of stops/stations le/

e Regional - $100 levy applied Auckland wide

e Combination - $100 levy applied Auckland wide, $1,500 levy applied on units withi
1600m of stops/stations.

in place for 30 years. Further analysis at an individual station level is provide

The analysis assumed levies commence in FY24 (i.e. commencement of deliyer dare
%e
Appendix 4: IFF levy tables at a station level. Q

Table 15: Estimated funding generated through different IFF levy scenar 03

&
2

stimated cash flows for each of the different technical options are relatively similar.
cordingly, only Option 1A is provided within the body of this report, with the other
estimated cash flow figures provided in Appendix 2: Additional cash flow figures. The
Value Capture report will provide more detail on how the quantum could change with
altering the radius, duration etc.

Figure 10: Estimated cash flows under different IFF scenarios (Option 1A)
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4253 Trade-offs and considerations

Long-term certainty of cash flows, giving the Iev‘@se set for up to 50 years
without requiring ongoing approval/reconfirmatEQ

Designed to be ‘off-balance sheet’, so unlikely e constrained by debt/balance
sheet capacity. The ‘off-balance sheet' tre Nt also enables the revenue to be
leveraged significantly higher than the 2 ailable through Auckland Council
borrowing.

Ratepayer affordability is likely t&@he primary constraint, which may be
exacerbated by the ‘brownfiel e of the project and nature of the associated
benefit (i.e. unrealised land vaI lift). However, the total rates and levy under the
combination scenario, wo till be below the 5% of average household income
affordability threshold®

Expected to generate&ificant revenue stream under the combination scenario.

Flexibility to raise independent finance against the revenue stream.

Refer Table 47: Detailed evaluation — Infrastructure funding and financing levy in
the Appendix for further detail.

5 Report of the Local Government Rate Enquiry Report (2007) and used by Auckland Council in its
LTP preparation.
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4254 Impact on other workstreams

Governance & Delivery Entity — Need to consider how the establishment of an SPV will
affect the governance framework.

Procurement — Need to consider what entity will be the counterparty to each of the
major contracts.

Financing — Model specifically designed to support independent private finance.

4255 Precedent

Milldale (note: Milldale utilised a contractual encumbrance, rather than the\FF
legislation) — Infrastructure payment imposed contractually on purchasers, $1,000 per
section and $650 per apartment, inflated by 2.5% annually. Auckland Ceuncil to collect
rates through a collection agreement. Encumbrance placed on eachytitle to reflect the
balance of the remaining payments.

4256 Conclusion

e An IFF levy may be a more effective funding tool fof the Gapital costs, as it:
— Provides long term certainty;
— Does not require or use Auckland Councilbalance sheet capacity;
— Enables greater leverage;
— Flexibility and opportunity to target speeific beneficiaries; and
— Promotes transparency.

e The affordability of the levy, particularly in lower socio-economic areas (e.g.
Mangere), will be a key consideration. This may be managed through special
postponement policies (noting this would affect financeability), or through
different levy sizes for diffefent proportions along the alignment.

e \Would create precedentifor future rapid transit projects. The impact on the ability
to continue to utilise theqdFF for future stages should also be considered.
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426 Betterment levy

4.2.6.1

Overview

Table 16: Overview of a betterment levy

Description

Relevant
legislation

Beneficiaries

Application to ALR

Structure

Collection
mechanism

Process for
implementation

Levy imposed on rateable land expected to benefit from land value
uplift as a result of ALR.

The focus of the levy is on capturing value, rather than on
recovering costs, with the levy expected to be sized based onsthe
expected uplift.

N/a — Would require legislative change, given the LGA focuses on
cost recovery as the basis for assessment.

Landowners, as a result of one (or more) of the fellowing benefits:
Land value uplift (within station catchments)

Improved accessibility (within the corrider and across Auckland).

Delivery phase (i.e.

Pre-delivery capital) Operational phase

x ot x

Betterment levy imposediAuckland-wide to capture a portion of the
estimated land value uplift

The levy could be imposed to reflect land value uplift generated
from the transpdrtiintervention, zoning/planning change or both.

Expectationyis that Auckland Council would collect the levy and
transfer it toithe Delivery Entity through a funding contribution.

Could bé designed to be local government funding tool, with local
authgrities empowered to implement.

Likely=to follow a similar implementation process to a targeted rate
(I'e. approved by Council resolution as part of the LTP process).

May consider allowing betterment levies to be imposed for a longer
duration to improve certainty of revenues.

42.6.2° Quantification of funding tool

Two pfimary scenarios were tested below:

o~ 5% of the estimated uplift captured over 30 years (to align to the estimated 2051 land

value uplift); and

¢ 20% of the estimated uplift captured over 30 years.

The 2051 land value uplift estimates used were taken from the land use modelling
outputs completed as part of the Urban Development workstream.

The quantum of the betterment levy was calculated by aligning the NPV of the land
value uplift with the NPV of the cash flows collected through the levy. The example
modelled was based on the cash flows being spread over a 30-year period to promote
affordability for levy payers. In practice, the structure could be flexible and could
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accommodate different payback periods (i.e. from a one-off payment to a long-term
levy).

The land value uplift estimates were relatively similar between the two surface light rail

options (Option 1A and Option 1B) and the two light metro options (Option 2A and (L
Option 2B). The estimated cash flow figures for Option 1B and Option 2B are provided in %
the Appendix 2: Additional cash flow figures.

Table 17: Estimated funding generated through a betterment levy (Option 1A and 1B) \

Table 18: Estimated funding generated th) G} a betterment levy (Option 2A and 2B)
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Figure 11: Estimated cash flows associated with different betterment levy scenarios (Option
1A)

Figure 12: Estimated cash flows associated with differeng\ ent levy scenarios (Option
2A)

@6.3 Trade-offs and considerations

° ial implementation challenges, given legislative change is likely to be
éuired.

hift away from cost recovery would remove the need to have an off-setting

\@ obligation/liability, which would enable the levy to be applied to zoning changes

@ (which IFF and targeted rates may not be able to). May reduce/mitigate the
Q~ balance sheet impact for Auckland Council.
[ )

Directly captures estimated value uplift for beneficiary groups through
assessment methodology.

e Potential to reduce the incentive to develop where the levy is set to high. The

impact on development will be proportional to the percentage of land value uplift
captured under each scenario.
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Refer Table 48: Detailed evaluation — Betterment levy in the Appendix for further detail.

426.4 Precedent

e Gold Coast Light Rail - Charged betterment levies to properties within the corridor
at a rate of $111 per property. However, the levy assessment was directly tied to the
estimated land value uplift.

e Melbourne City Loop - Benefited Area Levy imposed on properties for a 53-year
period. However, the levy was terminated early.

e Victoria - windfall gains tax - 50% tax imposed on the estimated land valu€ uplift
resulting from a rezoning between types (with some exceptions). Tax only applies to
windfalls estimated to be over $500,000.

4265 Conclusion
e Significant challenges for implementation, given the requiremént fér new
legislation.

e An IFF levy is likely to be able to achieve a similar levy asse€ssment to the
betterment levy in relation to the transport elements (which would have costs that
could be recoverable). However, the betterment levygwould be able to generate
revenue in relation to zoning/planning changes, which an IFF levy and/or targeted
rate could not (i.e. as there is no offsetting cost te recover against).

e Capturing value from zoning/planning changes would establish a material funding
stream, enable greater value capture (i.e: 16 align to beneficiary pays), and establish
a positive precedent.

e A windfall gains tax could be providedforthrough a betterment levy.

427 Business rate supplement

4271 Overview.

Table 19: Overview of a business rate supplement

l/Additional business rate applied to businesses within station

Description
P | catchments.

REICVE A ElelSEdle]all | posed as a targeted rate under the LGRA.

Business owners within station catchments, as a result of one (or
more) of the following benefits:

Increased business value and stronger revenues from greater
Beneficiaries accessibility to businesses (e.g. greater foot traffic through the
business)

Access to a broader labour catchment and reduced travel time to
key centres including the airport and city centre.

Delivery phase (i.e.
Application to ALR Pre-delivery capital) Operational phase
x v v

Targeted rate imposed on commercial properties (based on current
land use) within station catchments.

Structure
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Collection Auckland Council could collect the levy and transfer it to the
mechanism Delivery Entity through a funding contribution.

Auckland Council imposed business rate supplement

e Auckland Light Rail project included in the LTP (including (L
Process for public consultation). %

implementation e Rates resolution from Auckland Council governing body as parq

of each LTP cycle.

e Annual reconfirmation as part of the annual budget procgﬁ'

4272 Quantification of funding tool YS)

Two scenarios have been tested to demonstrate the potential impact of different rating

formulations: .

e $500 annual rate on commercial properties within 400 metrechations.

e $2,500 annual rate on commercial properties within 1,600 s of stations.

Given the potential for significant disruption to the busine uring the delivery of
ALR, it has been assumed that the business rate supp, is not applied until
operations have commenced (assumed to be 2031).

Table 20: Estimated funding generated through a b ss rate supplement

The estimated cash flows for a business rate supplement are relatively similar under
each of the technical options. Accordingly, only the estimated cash flow figure for
Option Tis presented below, with the relevant figures for the other technical options
provided in Appendix 2: Additional cash flow figures.
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Figure 13: Estimated cash flows associated with different business rate supplement
scenarios (Option 1A)

V

4273 Trade-offs and considerations OK
e Unlikely to deliver a material source of fundi Qt he project.
e Existing implementation and collection fra d%k'
e Need to consider application in light of ss disruption and any associated

arrangements, especially during de WGQ)

e Requires an off-setting liability/o \ion, which may have balance sheet
implications.

e Alignment of costs to local Eus esses that benefit from the project.

Refer Table 49: Deta%oluotion — Business rate supplement in the Appendix
in for further detail

4274 P@@Sm

Crossrail ( % of rateable value for non-domestic properties with a rateable
value gr han £70,000, currently the target end date for the BRS is 2037-38, with
a sta@at of 2017 this would mean an ~20 year collection period.

275 Conclusion

(#2)

@prropriate for businesses benefiting from the project to contribute to its costs.

’) Given the proposed formulations for the targeted rate/levies are specifically on
residential properties, a business rate supplement could be considered

appropriate.

e However, given the significant business disruption that may occur during delivery,

it is likely to be difficult to implement prior to, and during, delivery.

e The approach to business disruption will need to be considered against the
business rate supplement and may include postponement/remission schemes.
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428 Vacantland tax
4281 Overview

Table 21: Overview of a vacant land tax

Special rate applied to vacant land within station catchments to

Deedilzidiel disincentivise land banking.

A vacant land tax is unlikely to fit within the LGA financial
management requirements (s 101(3)). Legislative change may be
required to implement.

Relevant
legislation

Imposed on landowners. However, it is not specifically tied to a

Eereiiezizs beneficiary group deriving a benefit.

Delivery phase (i.e.
Pre-delivery capital) Operational phase

x v v

Application to
ALR

It could be structured in a number of ways based on CVs or based

Structure
on land area.

We have assumed Auckland Ceuncihwould collect the rate through
its BAU activities and transfer the,revenue to the Delivery Entity (or
appropriate entity) through.afunding contribution.

Collection
mechanism

Imposing a vacant landtax is’likely to require special legislation. The
process for implementation is expected to be determined through
the legislation.

Process for If the vacant land tax'is established as a local funding tool, the
g[S CRICICIIN o) Hectation is that it would follow a similar implementation process
to a targetéd’or general rate (i.e. adopted as part of the long-term
planning process, and annually reconfirmed through the annual
budget process.

4.2.8.2 Quantification of funding tool

Two different structures were developed to demonstrate the potential trade-offs of
different formulations.

e 0.01%0ofCV;
e 1% ofICV (as applied in Melbourne); or
e )$Fper square metre.

It has been assumed that the vacant land tax wouldn't be applied until the
operational phase. The analysis assumed that vacant land was gradually utilised in
response to the ALR project and vacant land tax.

Table 22: Estimated funding generated through different vacant land tax scenarios

s 9(2)(1)
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Estimated cashflow figures for Options 1B, 2A and 2B have not been presented, ab\
the divergence between the options is negligible (i.e. less than ~$1 million). \

Figure 14: Estimated cash flows associated with the different vacant land t c@jrios
(Option 1A) CV“

4283 Trade-o considerations

e Unlikely to deliverfa material source of funding for the project, unless set at a

high level (e.g.1% V)
e Itislikely th t@ tax would need to be set at a relatively high level to incentivise
land use&e
e Expecte require legislative change to implement.
e O administration/monitoring challenges expected, given availability of
t land use information.
(ﬁy generate an incentive to change land use to support urban/densification
outcomes.
@\ e Not aligned to beneficiary pays.

Q~ Refer Table 50: Detailed evaluation — VVacant land tax in the Appendix for more
detail.
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4.2.83 Precedent

Victoria (Australia) - A 1% rate on vacant dwellings in Melbourne's inner and middle
suburbs was applied. However, the revenue was treated as a general funding tool,
rather than hypothecated for any project.

4.28.4 Conclusion

e |n order to incentive development and generate material funding, a vacant land
tax would likely need to be set at a relatively high level.

e Another potential option to incentivise development may be to use land values
(rather than capital values) as the basis for calculating the targeted rate or tafgeted
levy, as this would better assess the development potential in the land (ie. rather
than the current development).

429 Workplace parking levy

4291 Overview

Table 23: Overview of a workplace parking levy

Charge levied on businesses operating within the City Centre based
on the number of car parks held. @pportunity to extent the
geographical catchment tadnelude the full alignment/station
catchments.

Description

Relevant
legislation

N/a - legislative charge,is likely to be required to implement.

Motor vehicle Users, benefiting from the reduced congestion in the

Beneficiaries .
city.

Delivery phase (i.e.
Pre-delivery capital) Operational phase

x v v

Flexibility in how the levy could be structured. Likely to be a set
charge per parking space.

Application to
ALR

Structure

Collection Auckland Council could collect the levy through its existing rates
mechanism collection systems.

This analysis assumes that the workplace parking levy would be
established through legislation (potentially through an Order-in-
Council under enabling legislation).

Process for
implementation

4.29.2 Quantification of funding tool

The table below summarises the potential funding available from a $1,000 charge
applied per car park to businesses within the CBD.
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Table 24: Estimated funding generated through a workplace parking levy

4293 Trade-offs and

through being established outside of the tri-annual
lished through Order-in-Council), and therefore not
tions.

e Long-term certainty achi
LTP planning process (i
requiring regular reco

e Potential to incc\e&se mode shift, through increasing the costs associated with
|

may drive better environmental outcomes.

private vehicle
e Alignment b potential congestion charge will need to be considered, given
the expec overlap in beneficiaries.

e Implementation should align to the Auckland Transport Parking Strategy to
ensu @ stem-wide/network impacts are addressed.

ly to have an adverse balance sheet impact.

% nificant policy implications given impact on those outside of the direct transport
eneficiary group.

@\ Refer Table 51: Detailed evaluation — Workplace parking levy in the Appendix for

Q~ further detail.

& Auckland Transport Parking Discussion Document (2014).
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4.29.4 Impact on other workstreams

Governance & Delivery Entity — May impact upon partner roles, given Auckland
Transport's role in relation to the management of car parks in Auckland.

4295 Precedent

Sydney Parking Space Levy — Charge between $880 and 2,490 applied to off street;
private non-residential parking, occupied or non-occupied. Does not apply to public
car parks.

Perth Parking License Fee — Charge applied on all non-residential parkingreays in
use ($1,125 for long stay, $1,040 for short stay and on-street).

Melbourne Congestion Levy - Charge between $1,020 and $1,440@pplied to all
public and private long stay non-residential car parking spacesit use.

4.29.6 Conclusion
e Imposing a workplace parking levy would likely generate'a material funding
stream (~$300 million over 30 years), whilst providing desired behavioural
incentives (i.e. mode shift away from private cars).

e However, a workplace parking levy would likely require legislative change to
implement.

e Alignment to a potential future congestion charge and the Auckland Transport
Parking Strategy will need to be considered.

4210 Increasing parking chafges

4.210.1 Overview

Table 25: Overview of increasingyarking charges

Increase in parking charges for the Auckland Transport owned and
Description . managed car parks, with the additional revenue hypothecated for
| the ALR project.

e Land Transport Road User Rule 2004.
e Land Transport Act 1998.
e Local council bylaws (not in legislation).

Relevant
legislation
Beneficiaries Motor vehicle users, benefiting from the reduced congestion.

.. Delivery phase (i.e.
Application to Pre-delivery capital) Operational phase

v v v

ALR

5% increase in parking revenue for Auckland Transport controlled

Structure
car parks.

Collection Expectation is that Auckland Transport would collect the additional
mechanism revenue through its ordinary parking operations.
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Under the current framework, implementation would require
Auckland Transport’s Parking and Enforcement Team to set the
higher prices. To the extent an increase was inconsistent with the
existing Auckland Transport Parking Strategy and/or Auckland
Transport Price Adjustment Policy, these may need to be updated.

Process for

implementation

4.2.10.2 Quantification of funding tool

The table below provides a high level estimate of the potential additional revenue
that an increase in parking charges may have. Based on a price elasticity of demand
of ~0.357 (i.e. a 10% increase in price will result in a 3.5% reduction in demand)ran ~8%
increase in prices will be required to achieve a 5% increase in revenue. No
adjustment was made to reflect the potential mode-shift and associated demand
for car parking as a result of the ALR project. An annual 2% inflation adjustment was
assumed.

Table 26: Estimated funding generated through an increase in parking charges

s 9(2)(i) J
s\O
O&

4.210.3 Trade-offs and considerations

e Expected to deliver a relatively smalhkmagnitude of funding.

e Should incentivise mode shift;through increasing the costs associated with
travel in a private motor vehigle, which may drive better environmental
outcomes.

e Implementation should aligh to the Auckland Transport Parking Strategy to
ensure system-wide/network impacts are addressed.

Refer Table 52: Detdiled evaluation — Increase in parking charges in the
Appendix for further detail.

42104 Impact on other workstreams

Governance & Delivery Entity — May impact upon partner roles, given Auckland
Transpert's role in relation to the management of car parks in Auckland.

4.210.5 Conclusion

e While an increase in parking charges is unlikely to generate a material revenue
stream, it may incentivise mode-shift and generate environmental outcomes.

e Given the relatively inelastic demand for car parking, a significant increase in prices
may be required to drive mode-shift.

e Alignment to the Auckland Transport Parking Strategy should be considered.

7 Majority of international parking price elasticity studies have found a price elasticity constant of
between -0.1 and -0.4.
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43 Development sources

431 Development contributions

4.3.1.1 Overview Cb(l/

Table 27: Overview of a development contribution q

Description

Relevant
legislation

Beneficiaries

Application to
ALR

Structure

Collection
mechanism

Process for
implementation

Contribution required from developers to recover a proportion
the growth-related expenditure for the project. The applicatio K
the development contribution would form part of the ordi
development contribution framework, and would therefore dto
be aligned with other development contributions (e.g.@ ater,
etc)

Auckland Council is empowered to impose and &]Q
development contribution in the Auckland reg@ der the LGA.
t

Kainga Ora is empowered to impose a tar e within a

Specified Development Project through

Note: the UDA incorporates man%@e evant development

contribution provisions from the

Private sector developer
Public sector develope% Kainga Ora); and

Maori developers

&Ilvery phase (i.e.

Pre-delivebs\ capital) Operational phase

X v X

Charge ap@ to developers (typically at the point of receiving
cover a portion of the growth related expenditure. The

conse
quant@the charge is determined based on the quantum of the
gr%h lated capex and the expected development potential,

is reflective of the causer pays/beneficiary pays principle.

t‘ evelopment contributions could be established Auckland wide
same as City Rail Link and other projects such as Puhinui
interchange, Downtown, Airport to Botany, AMETI Eastern Busway).

Auckland Council would collect the levy through its existing
collection systems.

Auckland Council imposed development contribution charge
e Auckland Light Rail project included in the LTP (including
public consultation).

e Determination of the growth-related proportion of Auckland
Council's contribution to the project.

e Inclusion within the Auckland Council development
contributions policy.

Kainga Ora imposed development contribution charge

e Development contribution policy included within the
development plan
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_’ e Approval of the development plan through the IHP.

4.3.1.2 Quantification of funding tool

If the development contribution was imposed by Auckland Council, the maximum
guantum of funding that could be generated would be equivalent to the growth
proportion of the Auckland Council contribution to the project.

Under a Kainga Ora imposed development contribution, the maximum potential
guantum would be constrained by the growth proportion of the project.

The potential quantum was not estimated, given the underlying information
required is not currently available. On the City Rail Link project, 15% (~$235'million)®
of Auckland Council’'s contribution is intended to be funded through, development
contributions. This suggests that development contributions cauldhbe a material
source of funding for ALR.

4.3.1.3 Trade-offs and considerations

e Expected to deliver a material funding contribution, However, the quantum of
Auckland Council’'s contribution and use of third party contributions may
constrain the funding generated.

e Low certainty over timing and quantum of cash flows, given development
contributions are subject to market cénditions and ongoing political scrutiny
through the LTP process (and tri-annual reviews if imposed under the UDA).

e Implementation under existing legislation. Opportunity to leverage the existing
Auckland Council collection framework.

e Strong alignment to beneficiary/causer pays.

e Requires an off-settingrobligation/liability, which may impact Auckland
Council/Kainga Ora balamce sheets.

e Potential disincentive for development.

Refer Table 53 Retailed evaluation — Development contributions in the
Appendix forfurther detail.

4.3.1.4" Impact on other workstreams

Finan€ing'- The party imposing the development contribution (i.e. Auckland
Coudneil; Kainga Ora) may need to debt fund the timing difference between the
development and the project costs.

8 Auckland Council Development Contributions Policy (2019) - Schedule 8 — Assets for which
development contributions will be used.
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4.3.1.5 Precedent

City Rail Link - 15% of the Auckland Council contribution is planned to be recovered
through development contributions (under the 2019 Development Contribution
Policy).

4.3.1.6 Conclusion Q%
N

e Highly implementable under existing legislation for Auckland Council. However
more comprehensive process (e.g. IHP process) for a development contributiot’)\

through Kainga Ora.

e A development contribution imposed through Auckland Council would be%ect
to Auckland Council’s capacity and would be limited to the growth compeonent of
the Auckland Council contribution less any third party contribution. %

e Given the quantum recoverable through a development contrib It ay be
linked to Auckland Council's contribution, the quantum/struct uckland
Council’'s contribution needs to be carefully considered. é@'

e A Kainga Ora imposed development contribution may pr@or greater capacity
given Auckland Council’s current capacity constraints.

4.3.2 Negotiated contributions \Q‘\

4321 Overview

* \
Table 28: Overview of a negotiated contribution c)\@

&
Contribution recei Nm major business owners, stakeholders
and/or developérsaleng the alignment. To optimise the quantum of
the negotiate ribution, concessions (e.g. changes to the
station Ioce@n, route, etc.) may be granted.

Description

Relevant . o . . . .
. . N/a - mrmal negotiation, which does not require legislation.
legislation

7@ businesses within station catchments.
»)

Beneficiaries ' elopers, benefiting from the improved

frastructure/accessibility.

- Delivery phase (i.e.
Application to Pre-delivery capital) Operational phase

ALR
x v v

Contributions are expected to be in the form of upfront capital
Structure contributions. However, ongoing operational payment may be
considered, to the extent key stakeholders agree to them.

Collection Expectation that the funding would be received via a direct credit to
mechanism the Delivery Entity or relevant entity.

Commercial negotiations with key stakeholders, large businesses
along the alignment and/or developers with significant land
holdings along the alignment.

Process for
implementation
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4.32.2 Quantification of funding tool

The table below outlines the estimated land value uplift for a number of identified
parties along the alignment. While the focus of the table below is on the potential

land value uplift, major businesses and developers are likely to derive other

significant benefits. A portion of these benefits may also be captured through a %
negotiated contribution.

Table 29: Estimated land value uplift for major land-owners along the alignment \

4323 Trade-offs and consideration

e ~%$20 million of funding could be genera@rough recovering ~10% of the
estimated land value uplift from these through a negotiated contribution.

, and affordability constraints mitigated
ed contractually.

e No legislative constraints to imp

d through development contributions, given

e May reduce the funding deri
re calculated post third party contributions.

development contributi

e Difficult to impleme’&
Refer Table 54: D%"Ied evaluation — Negotiated contribution in the Appendix
for further detail:

4.3.@act on other workstreams
i

Technical solution - To the extent variations to the preferred technical solution are
agree nerate funding through a negotiated contribution (e.g. station location to
ser\% otel near the airport).

\Qrossrail (UK) — Negotiated contributions received from a number of parties including
Q~ Canary Wharf Group (£150 million) and BAA/Heathrow Airport (£230 million).

4325 Precedent

4261 Conclusion

® Precedent setting impact of looking to recover costs from major beneficiaries of rapid
transit projects. However, ultimately subject to agreement with major stakeholders.
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e Potential to generate additional value through optimising the technical solution for major
stakeholders, however this should be balanced against the development and transport
objectives.

4.3.3 Increase in the value of public land (1/
4331 Overview q%

There are extensive public land holdings along the alignment, which are expecte
benefit from the land value uplift generated through ALR the table below provides
an overview of the estimated uplift. 2\

Land ownership information was sourced from the Auckland Council

database (2018) and is relatively fragmented. It would benefit from further
validated. Heatmaps of the estimated land value uplift for publi¢ @holdlngs is
provided in Appendix 3: Land value uplift.

Table 30: Estimated land value uplift for public land holdings

This land value uplift could @ed to contribute to the project in a number of ways:

e Saleofland‘asis’an roceeds to contribute to the project

e Sale of land following lodging resource consents (incl. land use and GFA
requirementsE se proceeds to contribute to the project

e Developm tnering with the public sector, private sector or Maori
developQ profits generated used to contribute to the project

e Sal

o Gi to the project / Delivery Entity as part of a financial contribution.

lopment / air rights

T @is also the opportunity to make strategic land purchases prior to
uncement of the route to capitalise on value uplift. A whole-of-Crown approach
\@ould need to be considered in terms of who purchases, uses and realises value
@ from that land (e.g. Delivery Entity or Kainga Ora).

These areas have been considered in more detail in the following sections. No
estimates have been provided as they would depend on the specific opportunity
and market conditions.
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4332 Trade-offs and considerations

Control of urban outcomes - More active intervention provides greater ability to
determine the land use and urban outcomes. Provisions could be made around
minimum densities and uses including affordable housing. This may be desirable
at certain nodes where the market may not have financial incentives to deliver
densities.

Return to fund the project - More active involvement provides greater
opportunity to realise value to contribute towards the project.

Risk - Greater potential for return, also comes with a greater risk profile. This
would need to be managed carefully including through appropriate resotrcing
and processes.

Capability and partnerships - More active involvement will reqUike*greater
capability and capacity at a Delivery Entity level. It will also need to be factored
into partnering arrangements including responsibilities fof faasterplanning,
procuring developers, use of UDA powers and land ownérship.

Upfront investment - There will be requirements forlupfront investment to
enable some of the more active options (including désign / consenting costs and
/ or land acquisition cost). The funding source fer these will need to be
considered.

Technical solution - The preferred technical solution is likely to drive the
potential development opportunities

Refer Table 55: Detailed evaluatignsMacrease in the value of public land
holdings in the Appendix for furthendetail.

4333 Conclusion
e Significant land value Gglift Expected for public land holdings along the alignment,
especially for Kainga Orka‘under the Sandringham alignments (1A and 2A).

e The potential transport and urban outcomes of different alignments will impact
the potential additienal public land value uplift that could be generated through
the project.

e The key decisions for Sponsors include:

— What,is'the most appropriate way to realise the value (i.e. spectrum from sale of
lahd to'self-develop)?; and

— ~Hew the funding generated will be shared between the land owner, Delivery
Entity, and between transport costs and urban development costs.
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4.3.4 Sale of existing land

43.4]1 Overview

Table 31: Overview of a sale of existing land (L

Sale of existing public land holdings, with the proceeds used to fund
the project.

Description

Beneficiaries

Developers, benefiting from the improved infrastructure / \
accessibility. O

. Delivery phase (i.e ?\
Application to Pre-delivery capital) Operational phase
ALR

v v 6

Two primary options for the sale of existing land 5\'\

Sale of the freehold title, with minimal or n pment
requirements in place.

Structure Sale of consented land, where resourc &sents would be lodged

(i.e. fora TOD or a wider precinct d ent opportunity). This
could include specific requiremem und land use / minimum
density / affordable housing requi ents etc.

Commercial negotiations '\otential buyers. For the sale of
consented land, the Iar\a\J r / Delivery Entity would also need to
es

prepare and lodge ?&Cj rce consent application.

43.4.2 Trade-offs and rations

Process for
implementation

e Risk that the sale of unen@m bered land reduces the level of control that the
rs had over the development around stations.

Delivery Entity and/or
Refer Table 56: Deta/&oluat/on Sale of existing land in the Appendix for
further.

4343 Cé@ sion

e Potenti enerate material funding for the project.

° The of unencumbered land is likely to reduce the level of control that can be
over development along the alignment to drive the realisation of urban
mes to the extent it is not accompanied by any specific requirements re land
e / density requirements.
The timing of land sales should be considered to ensure the ‘post intervention’
market price can be achieved (i.e. to capture the land value uplift associated with
the project).

4.3.5 Development partnering

4351 Overview
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Table 32: Overview of development partnering

Partnering with Kainga Ora/Panuku/Auckland Council, private
sector developers and/or M3ori developers to undertake
development at or near stops/stations or key nodes. Funding

generated through sharing in the uplift/profit generated. %L

Description

If land has been acquired through the utilisation of Public Works Act
acquisition powers, ‘offer back’ provisions may apply, which may
limit the opportunity to undertake commercial development. \

Relevant
legislation

Developers, benefiting from the improved infrastructure /

Beneficiaries R
accessibility.

- Delivery phase (i.e
ﬁfshcatwn to Pre-delivery capital) Cip @al phase
* y N

There is a spectrum of different developmen ering options

Structure available depending on risk appetite, Whi outlined below.
Different options have different comme ructures.

Process for Commercial negotiations with devé@ Typically, a competitive

implementation process would be followed.

The figure below outlines the spectrum of opment partnering options that
may be available for the ALR project. The c sector has predominantly used
development agreements (DA) or pr @{Ilvery agreements (PDA), which have a
lower risk and return, when partne %Ith developers. Equity Joint Venture (3V)
structures have been used inter @ lly, to enable the public sector to share in the
risk and return. However, public or equity is typically limited to the land
component of the developm

Figure 16: Development po& ing spectrum

&

ent, risk and return

A
Caplt?C/cn@

Consented land,
Sell Development JV Self-develop
Agreement
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There are considerations around the different options in terms of risk, return,

capability, ability to control outcomes. These would need to be considered on a
case-by-case, node-by-node basis.

43572 Trade-offs and considerations

e The quantum of funding generated will depend upon the public sector risk
appetite, extent of public realm/amenity requirements imposed upon the
developer, and net of any associated costs (e.g. masterplanning, land acquisition).

e Development opportunities at the northern end of the alignment are likely to'be
highly desirable to the market. However, some of the development sitesto the
south may require more active public sector participation, given the lower node
values/economic feasibility.

e High degree of flexibility to structure the development partnetrship to suit risk
appetite, and specific development objectives and circumstances.

e Ability for the public sector to drive urban outcomes threugh imposing
requirements through the DA/PDA or equity JV.

Refer Table 57: Detailed evaluation — Development parthering in the Appendix for
further detail.

4353 Impact on other workstreams

Technical solution - The preferred technical sglution is likely to drive potential
development opportunities (development/potential can also influence the technical
solution).

Governance & Delivery Entity — The scope of the Delivery Entity and partner roles will
drive who is responsible for masterplanning, negotiation with potential development
partners, and implementationfadministration. This may also impact upon the longevity
of the Delivery Entity.

4354 Precedent

Aotea Station development - Auckland Council partnered with CRLL, Panuku, and
Malaysian Resqlrees Corporation Berhad (MRCB) for the over-station development at
Aotea Station.

Crossrail'and Canary Wharf - Landowner led development by the Canary Wharf Group
throughra=build and leaseback arrangement. Crossrail secured planning consents in
relation to over-station developments, and was required to procure the completion of
development. Collaboration agreements were signed between Crossrail and developers.

Wolli Creek (Sydney) - Landcom (a government agency) acquired development rights
over an industrial site and negotiated an agreement with State Rail (the transport
authority). Under the arrangement, Landcom took control of the redevelopment and
used a joint venture equity partnership with Australand (a property developer).
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4355 Conclusion

e Development partnering enables the public sector to control development near
stations and along the alignment to drive the desired urban form and realise urban
outcomes.

e Urban realm and public amenity requirements may be included within %L

development partnerships to drive urban outcomes. However, these generally
reduce the financial return that can be generated through the partnership.

e Delivering enabling investment at sites where there are lower node values, may
improve the market attractiveness of those opportunities.

4.3.6 Sale of development/air rights Q

*

4361 Overview Q
O

Table 33: Overview of the sale of development/air rights é\,

Sale of development and/or air rights to a eloper, which enables
the developer to construct above/along development site.
Typically, development rights are sm ct to a Development

Description

Agreement, which is a form of deve nt partnering.

If land has been acquired throu e utilisation of Public Works Act

Relevant s . ) - .
. . acquisition powers, ‘offer back’ provisions may apply, which may

legislation L ) ;

limit the opportunity to un ke commercial development.

o Developers, benefiti rom the improved

Beneficiaries . .

infrastructure/acc )

- Delivery phase (i.e.
Application to Pre-delive capital) Operational phase
ALR
v v

Process for Comr&r"al negotiations with developers. Typically, a competitive

implementation proﬁss would be followed to select the preferred developer.

The funding gene @ through the sale of development/air rights (and the associated
freehold/leas lohtitle) is likely to depend on the size of the development opportunity
(i.e. gross floer a), location and market attractiveness, and tenure of land ownership.
Howeve@e unencumbered land value for the relevant land parcel (including land
value® is likely to be the maximum value that can be generated.

43.6.2 Trade-offs and considerations

High degree of flexibility to structure the development rights to suit the
circumstances of the individual development and desired urban outcomes. However,
the development outcomes will be dependent upon the technical mode (i.e. smaller
stops are unlikely to provide over-station development opportunities).

e Ability for the public sector to drive urban outcomes through imposing
requirements on developers through the sale of development rights. Depending on
the preferred land tenure structure for the opportunity, the public sector may also be
able to drive outcomes through retaining control over the underlying land.
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Refer Table 58: Detailed evaluation — Sale of development/air rights in the Appendix
for further detail.

4.3.6.3 Precedent

station development above Aotea Station and a 125-year leasehold interest for ~$40
million. The associated development agreement included requirements for MRCB t
deliver public amenities (e.g. a public plaza leading out of Aotea Station. \

Aotea Station development - MRCB purchased the development rights for an over- %

Sydney Metro - A partnership, including the sale of development rights at the @oria
Cross station, was agreed with Lendlease (the developer).

436.4 Conclusion Q

*

e The sale of development/air rights will enable the public sector t \nerate value
through its land holdings, while still having the opportunity to urban
outcomes.

e Typically, the public sector return is limited to the value ( e’land plus any land
value uplift associated with the intervention.

e Urban realm and public amenity requirements m posed through the sale
of development rights. However, these genera ce the financial return that
can be generated through the sale.

437 Strategic purchase and sale 083@

A g

4371 Overview ss\\\

Table 34: Overview of strategic ,our and sale of land

Purchasi d along the delivery corridor prior to the intervention
Description (i.e.a e-implementation price) and capturing the land value
uplift the ALR project through land ownership.

Relevant "o)‘n ulsorily acquiring land through the UDA and/or PWA may
“reguire ‘offer back’ provisions. These may not be an issue where land

legislation . .
s acquired commercially.

Land owners within station catchments, benefiting from land value

o uplift.
Beneficiaries o ]
Developers, benefiting from the improved

infrastructure/accessibility.

- Delivery phase (i.e.
Application to capital) Operational phase

N Pre-delivery
S * - -

Land acquisition could be undertaken commercially or potentially
Process for compulsory land acquisition under the UDA and/or public works.

el elEERIEICINE \/5|ue would be realised on disposal or via development partnering
as noted above.
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43.77.2 Trade-offs and considerations

e The value realised could be material. However, it would require the public
sector to take additional risk and invest upfront capital (i.e. to accommodate
the land purchase) which is not required with rate / levy type tools.

e Potential risks to implementation, given it requires the acquisition of land
(commercially or compulsorily) as well as a subsequent transaction to realise the
value.

e Additional land ownership may enable the public sector to have greater control
over the delivery of urban outcomes.

e Opportunity to consolidate land ownership to create larger and more
comprehensive development opportunities.

Refer Table 59: Detailed evaluation — Strateqgic purchase and sdle'‘efland in the
Appendix for further detail.

4373 Precedent

Landcorp (Western Australia) - Landcorp is a governfment organisation that
actively purchases ‘greenfield’ land surrounding majerinfrastructure projects to
generate revenues and support the delivery of trban outcomes.

Hong Kong Mass Transit Railway (MTR) — Mass Transit Railway Corp (MTRC)
captures value by buying property rights frof' the Government at a greenfield price
and selling rights to developers at ansafter rail price, capturing the profit to fund the
transport infrastructure.

4374 Conclusion

e Strategic land acquisitiofaay enable the public sector to capture more land value
uplift than through othenmechanisms (i.e. levy/rates). However, it is likely to
require upfront investmeéent and taking additional risk.

e The potential funding generated is likely to be the difference between the land
value uplift andany conditions attached to the future transaction (i.e. delivery of
urban realmmnen-freehold land tenure, non-highest and best use requirements,
etc.).

e Along with/potential financial benefits, strategic land acquisition may enable the
publicisector to have greater control over urban development. At lower node value
lgCations, this may be important to catalyse the market and to deliver density.

o( Consolidating land ownership can be beneficial to facilitate masterplanned,
comprehensive development, and to improve market attractiveness.
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4.4 Other sources

4.411 Overview

Table 35: Overview of retail/commercial leasing opportunities

Short/medium term leasing of space within stations for cormmetcial
businesses (e.g. coffee shops, newspaper stands, supermarketsgand
Description potentially other retail depending on size). The expectationgis that
these opportunities will be considered as part of the decision
making around urban form, to ensure integration and alignment.

Relevant

s N/a — commercial negotiation, which does not reduire legislation.
legislation

Business owners leasing the space, benefiting from the additional

Beneficiaries foot traffic at stations.

- Delivery phase.(i.e. .
ﬁﬁghcatmn to Pre-delivery capital) Operational phase

X X

Short to medium term lease ‘arrangements with businesses

Structure interested in operating at stations.

Collection

. Received as projectrevenues.
mechanism

Commercial negotiations with potential interested parties. Typically,
an EOI processwould be followed, with the public sector retaining
final reviews @ver the detailed design propositions.

Process for
implementation

4.412 Quantification of funding tool

The potential quantuny of funding depends on the particular leasing opportunity (i.e.
location, floor spage'aVvailable, estimated patronage/foot traffic, etc.).

Once these are better understood, and the desired urban form has been selected, these
sources will be further quantified. However, the expectation is that these sources will
generate avelatively immaterial revenue (i.e. between ~$1 million and ~$2 million per
annum)

4.413 Trade-offs and considerations

e Likely to be a relatively immaterial source of funding.

e The leasing opportunities should enhance (i.e. rather than detract) from the
customer experience and general aesthetic at stops/ stations. This is typically
managed through retaining ultimate approval over use and fit-out design.

Refer Table 60: Detailed evaluation — Retail/commercial leasing opportunities in the
Appendix for further detail.
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4.41.4 Impact on other workstreams

Technical solution — The technical solution may drive the available rental/leasing
opportunities, and value generated through these options. Given the relatively
immaterial quantum of funding, and importance of the customer experience and urban
outcomes, revenue generation through leasing opportunities should not drive decision
making on the technical solution.

4415 Precedent

Auckland Transport - Core part of Auckland Transport's BAU revenue model. AT offers
retail spaces at bus stations, train stations, and ferry terminals.

Britomart Station - Auckland Transport has leased space within the station to Starbuck,
Mojo, Britomart Florist, OM Goodness, and Localito.

Wellington Central Station — New World Metro holds a long terpmyléase within the
station.

4.41.6 Conclusion
e Opportunities to generate revenue through rentalssand leasing at stations/stops
should form part of the overall funding mix. However, the quantum of the revenue
is unlikely to be material.

e The opportunities should be specifically aligned to the desired urban form for each
stop/station/precinct.

4421 Overview

Table 36: Overview of advertisihgfees

Project revenue streams generated from advertising, sponsorship,
ahd.commercialisation of ALR infrastructure (stations, stops and
rolingstock).

Description q

Relgvant Q N/a - commercial negotiation, which does not require legislation.
legislation

: Companies advertising at stations/stops and on/within the
Benef] . g . - .
é rollingstock, benefiting from attractive advertising opportunities.
: Delivery phase (i.e. .
SR 12 Pre-delivery capital) Operational phase
’ X X
Key opportunities to consider include:
Structure e External wraps on rollingstock.
e Internal advertisements inside the rollingstock.
e Digital and static advertising opportunities at stations/stops.
Collection

. Received as project revenues.
mechanism
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We have assumed a media partner will be engaged to support the
negotiation and implementation of these opportunities. May
leverage existing AT advertising partnerships.

Process for
implementation

4.4.2.2 Quantification of funding tool

Benchmarking from domestic and Australian precedent indicates advertising could
generate the following indicative annual revenue:

e Smaller stops/stations — cumulatively up to ~$1 million
e Major, high traffic stations - ~$1 million to ~$2 million
e Advertising on the rollingstock (i.e. wraps) - ~$1 million to ~$2 million.

This revenue would not be available until operations had commenceds€ash flows would
be expected to be relatively regular.

4.423 Trade-offs and considerations

e Likely to be a relatively immaterial funding tool.

e Potential to leverage existing Auckland Transport mnedia advertising partners to
streamline implementation.

e Direct alignment to beneficiary pays.

e The advertising opportunities should nat dnduly interfere or detract from the
customer experience.

Refer Table 61: Detailed evaluation — Advextising opportunities in the Appendix for
further detail.

4.4.2.4 Impact on other workstreams

Technical solution - The téchnical solution may drive the available advertising
opportunities.

4425 Precedent

Auckland Transport - Core part of BAU Auckland Transport funding, which is delivered
through partnerships with Media Works, Ooh Media, Nu-Lite and Network Visuals.
Specific 6pportunities include digital and static advertising and bus stops (Adshel/Ooh
Media), advertising on bus exteriors (Media Works), and major rail stations (e.g.
Britomarit).

Transport for New South Wales — Advertising on rollingstock and at stations offered by
TINSW.

4426 Conclusion

e Core revenue opportunity during the operational phase, which should form part of
the funding model.

e |everaging existing Auckland Transport advertising partnerships is likely to
streamline implementation and support a consistent look at feel across the whole
public transport network.
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45 Fares
451 Farebox

4511

Table 37: Overview of the approach to farebox

Description

Relevant
legislation

Beneficiaries

Application to ALR

Structure

Collection
mechanism

Process for
implementation

Overview

AR

Fares charged to users of ALR. \

The Land Transport Management Act (LTMA) empowers regi@l
councils (and Auckland Transport) to set policies for publi
transport fares in a Regional Public Transport Plan (RPTP).

O
\rational phase

v

evel, through comparing
o minimum’ and each of

Direct users of ALR.

Delivery phase (i.e.
capital)

X X

Pre-delivery

Farebox has been assessed at a netw;
the network fare change betwee
the technical options.

Assumed to leverage the e@?uckland Transport payment

systems.

*

in the RPTP and subject to the policy

ALR would be inclug
tlined in the RPTP.

and payment m

4512 Quantification o@ding tool

The figure below provides an
of the ALR project, which
network fare approach is p

While the fundin
funding gap is lik
recovery ratio f.
internationall

966
>

view of the estimated network fare change as a result
generate operational funding (assuming the existing
rred).

ted through the farebox is likely to be material, an operating
d will need to be funded through other sources. A farebox
parable services of between 30% and 40% is common

cluding Hong Kong, Singapore, Taipei, and the London

N
e
&

9 Innovative Funding Models for Public Transport in Australia: Rail, Tram and Bus Union Australia
(2015).
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Figure 17: Estimated change in network fares (Option 1B)

Figure 18: Estimated change in network fares (Option 2A)K
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Table 38: Estimated increase in network fares

4513 Trade-offs and considerations 0

A summary of the key trade-offs and considerations for development partneY?are
outlined below. The detailed assessment is provided in the Appendix in le's2:
Detailed evaluation — Farebox.

>

e Leveraging the existing Public Transport Operating Model ap \h is likely to be
relatively straightforward compared to other approaches %» ypothecating ALR
revenues, which are likely to require significant institutio legislative change).

adverse impact on mode-shift and result in ineqditable access to the ALR services

e Higher fares imposed through a more commercial fa {gr tegy may have an
(i.e. unaffordable for some users). é

e An integrated fare system is likely to be pr fe%?o achieve a seamless, integrated
public transport network. @.\

*

e The impact on the operating funding N across the rest of the public transport
needs to be considered where hyp \ ion of the ALR farebox is preferred.

4514 Impact on other@ treams

e Governance & Delivery Entity - Governance, Delivery Entity and partner roles will all
impact upon the roles onsibilities in relation to fare strategy, payment
systems, etc.

e Procurement - Fareg strategy, integrated payment systems may affect the
procurement o@ nd commercial solution

4515 lusion
N

° Far%o%@)&ely to form an important part of the operational funding strategy.

e De making in relation to governance, Delivery Entity and partner roles will all
@ ow fare strategy, payments systems, share of farebox revenue, etc. will be
rmined.

% elivering an integrated fare system should be a key driver of decision making in
> relation to farebox, to ensure network integration can be achieved.

\Q) e A less commercial fare strategy (i.e. lower farebox recovery target) may drive better
@ environmental outcomes, through incentivising mode-shift, and ensure equitable
access along the alignment.
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452 Premium farebox

4521 Overview

Table 39: Overview of a premium farebox (L

‘Premium’ fare (over and above the standard fare), charged to users
boarding and alighting at the Airport stop. The charge is assumed t
only apply to users travelling to and from the airport for travel (i.e. \
workers at AIAL would not be charged).

Description

Relevant
legislation

councils (and Auckland Transport) to set policies for public tkdnsport
fares in a Regional Public Transport Plan (RPTP).

Direct users of ALR (specifically those using ALR fer o/from
the airport).

The Land Transport Management Act (LTMA) empowers re?&

Beneficiaries

o Delivery phase (i.e. Q‘ .
Application to Pre-delivery capital) perational phase

ALR . . K v

$12 additional charge applied to us Qarding/alighting at the

Structure airport stop, for the purposes o veél (i.e. airport workers would be
exempt).
Collection Assumed that the existin @Iand Transport fare system would be
mechanism leveraged. c}
trategy updated to reflect the addition of

&
Process for Auckland Transp *ahe
laplellsippisintizgdlenss | the premium fo

re 18: Estimated funding generated through a premium levy
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Figure 19: Estimated cash flows associated with a premium fare applied (Option 1B and
Option 2A)

A summary of the key trade-offs and considerati

Sl

4523 Trade-offs and considerations O

evelopment partnering are

o
outlined below. The detailed assessment is proa{;\i the Appendix in Table 63:
Detailed evaluation — Premium farebox.

@
2

Expected to generate significantly mo@/enue than the ordinary farebox.

Risk that a premium fare dispro %Ily affects potential lower socio-economic
users of the service, reducing @a ility.
Risk that imposing a premium fafe may adversely affect mode-shift/patronage for

ALR. However, the elasticit alysis indicates that higher prices are unlikely to have
a material adverse im t demand.

4524 Impach other workstreams

Governance & ry Entity — Governance, Delivery Entity and partner roles will all
impact upo oles and responsibilities in relation to fare strategy, payment

systems,§
Procurem — Fare strategy, integrated payment systems may affect the
pro ent model and commercial solution

6 4525 Precedent

ydney Airport Link — $14.90 (adult) additional charge imposed to users boarding or
alighting at the airport stops.

4526 Conclusion

e A premium fare would generate significant operating revenue for ALR. However,
there is a risk that it adversely affects lower socio-economic users of the service,
reducing equitability. Further, there is a risk that a premium has an adverse impact
on mode-shift/patronage.
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